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jcafi: 


y.CM'ii concluded its second soseion in baguio on Decoiioer 6 after 
adopting a coE^rciiensive ^rogru.ia outlined by the US for economic re- 
iiabilit- tion of the Fur ..ast. 4 part of the outlined plan, adopted 
over vigorous - ~SSR protest, provides for a. consultative arrangement 
uetvn on the coErd-usion and control authorities in Japan and uorca. 

The iM-h maintained that it •.•.•as unnecessary to set u; a consultative 
frnueuora for .-.area sine- timt country v.ao n aooa n to be iuuepc-nnont. 

It huci ueea arxicii ut~d that the relationship of Japan to tne 
other Par iisstern countries would uo ■- serious stumbling eloon on 
tho agenda of iuzo session of .GAM • active consideration oi this 
subject, hoe ever, oas proventeu oy the p-rotractcu acutes over non!— 
berships to the Comudosion. 


dino~I .alay-n Affairs 

The Chinese Chairman of tversuis Chinese Affaire Ccouission on 
5 _cccmbor esp-iveaud concern over tho now craft constitution of the 
i alayan Union. The Chinese claim the constitution is discriminatory 
to the Chinese in ialaya. 


’ChTHdil! PlVIblUJ 




Japan— 1 olitical 

note yur.se- Ca oiia t Cruris uives Ijp ctus vo won-jcr-w-Pa v e -lend in 
Piet . rung ling within the Social-Democratic j arty c'j\ r a successor 
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to Agriculture Minister Hirano who was tistdssod early in November 
by Iremier hatuyucia comeinca with u breakdown in Democratic iorty 
discipline over the passage of the State Coal Control Jill has brought 
into clearer focus a conservative trend in the Liot. 


Although the recent rift between the n ation; -1 Farmers* Union 
and the Jaj.cn Pomi-rs* Union, right and loft ting elements respective! y 
of the bocial-Lemocratic rarty, over Uirano's successor has boon tem- 
porarily patched up, the basic conservative outlook of the Unational 
varmurs* Union ana its aisuatisf action with the party still regain, 
bhoulu future uios.i. ;rexj:v.ents .. .rise the organisation right entertain 
an invitation to join a conservative coalition. The conserve tive- 
inintied i- copies Coojjorative iorty, one of the government coalition 
parties, also took a strong stand on the subject of ilirano’s successor 
une couia possibly be inducoa to join a now conservative party. 


After the democratic iorty, another of the p resent coalition 
parties in the cabinet, iiad reached a decision to su * - t ort the state 
Coal uontrol .ill, a right v»ing faction r«fus .d to uphold, the jurty 
position. Uncor the icaticrsliif of _aron 3hidebura, the dissident 
members have formed a new liet group , the boshi hai. The possibility 
.nor; exists tiiat the Loshi Kai i.ay join with the Liberal Tarty, the 
moot conservative party which is encouraging other anti-socialist 
forces in the Liet to fort: a conservative bloc called the ! rational 
Salvation I arty, buch a coalition could conceivably oust the Katayom 
Cabinet through a vote of "no-conf iaence " . This trend, however, does 
not necessarily presage an imeciute change in the Cabinet. Liberal 
Party President Yosldda, the t robable successor to .atuyaira, shows 
a reluctance to assume responsibility for Japan's present economic 
problems . 


Japan--, conordc 

Reparations. The UCSR has rejected the US proposal x;foro the 
i'iiC, which was unsigned to break the deadlock on division of Japanese 
industrial facilities as reparations. stalemate iu u arisen over the 
inability of the reparations sub-committee to agree on a schedule of 
percentages for the eleven countries concerned, ihcreuv on, the US 
proposed a schedule which would give each country a sometv-jat smaller 
percentage tia.n it in a ci iiithertc agreed to accept. Tor its part, 
the US would receive 26 percent, out of this. 111 percent would be 
held as a "kitty" for subsc.ut.nt distribution to tho ether ton nations 
on any basis mutually agreeable. 1th the Ubai rejection, the U3 
is striving, to secure w.p r rov-. 1 of the other i r LC countries. 


The refusal L v the Ubbi to acc ft the latest US i roposal is 
probably another ..oviot tactic to ueiay settlement of who ruj -.rations 
, rceiom, u *fcOp‘ aacuor .a ihn. .-loim*. su of caps.oWac.t- econo ixc revival. 

To the Lgbil, delay in tiiat revival me^.ns, among other things, eontin- 


Approved For Release 2001/0 



CIA-RDP79-01 082A0001 0001 0041 -4 



-3- 

Approved For Release 2001/08/26 : CIA-RDP79-01082A000100010041-4 


uution or drain on US occupation funds; development or bitterness on 
the part or the Japanese against the US occupation authorities; una 
iidntennncu of uncertain economic conditions which servo as a fertile 
i'i*- Id for Japanese ccmnuni; t _ x*op. .Uganda* 

aconotlc uev«-lQii„cnt . Two bills have b.en ;.-os a b. the Met, 
which arc- oi major iiep ortu.ncc to tno Japanese econor^'. i as cage or 
the .,tctc Co-l oantrol bill represents the .tuyama Government * s 
only success in the current session in putting through important 
logislat ion which is designed to revive cue limping Indus trial 
structure, ihe coal shortage is one oi* the chief causes lor the 
failure of Japanese industrialists to attain a level hip£icr trian 45 
percent or tm 193G— 34 level (the p eriod which the r. C deems the 
standard to to sought for static economy) • htate control of the coal 
industry was it. It by the .-.atayuca Govern ent to be the answer to 
the complaints by the coal companies that they had neither sufficient 
capital funce nor other resources to expand their production. Con- 
siderable opposition to the bill race the Govern :ent yield to ucend- 
aients which tena to preserve the 4 osition of the mine owners and 
operators under a United sMte control. 

Also passed tsas the economic decentralisation bill, which pro- 
vides for Oj litting Japanese companies into sre.il units and contains 
provisions which arc intended to prevent control ey any one. company 
over more than a uanor portion of the Japanese economy. The bill 
is a major stc, in bCAl 1 s program to aooiish the ^ai'cx-.tsu and to 
ensure the denial of opportunity for revival of giant combines whose 
policies might lead to future- aggression* 

Foreign Trade , negotiations between oCAi and a banicing group 
for financing cf Japanese imports and experts tlirough a revolving fund 
ore still in ^ogress. Under tMs plan, hCAi would pledge $137,000,000 
in Japanese gold ano Jewels as security for a self -li-iiida ting loan. 
Host of the groundwork fox' the loan lias ct : en completed, but cex*tain 
legal questions remain to be- resolved. 

Korea 

Hie recent currency conversion in North Korea serves as further 
confirmation of the existence of a Soviet plan to estaulisn there an 
independent govern. sent, as a legal obstacle to impla. entation of the 
UKGA resolution on Korea* In addition this ctep ..ill render more un- 
stable the present critical economic situation in dearth Korea. 

beginning 4 lecemoor ana continuing for a period of about five 
days Soviet occupation currency and Japanese-issued rank of Chosen 
notes were exchanged for new currency issued by the north Korean 
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I eoplo * s Council, individual persons wore permitted to exchange 200 
won, ana hoods of families 500 won, at the rate of one for one. All 
excess currency had to be deposited in state banns whore it will be 
frozen fox* a^out two months. The announccruent of the conversion 
procipitatou a buying panic which ms halted only by restriction of 
trading to state-owned stores and by the reauction of i rices ^.t those 
stores to about cne-tenth A ruvious levels. 

The North ivoreon icople’s Council has recently airected the craft- 
ing of u "Korean" constitution and the prepf-ration of a leg; 1 code. 

.lien those measures are considered along with the currency conversion, 
it becomes ap^-ront that the Used is proceeding with a elan of es- 
tablishing a legal basis for recognition of the North Korean i ujp^t 
regime as the inacg eudont government of Korea. This would ciwr the 
my for Soviet troop withoravi.1. Tiie new currency was issueu uy the 
i eoplo* s Council of north Korea, not by the occupation authorities, 
and the conversion measure was bailee by Kadio lyongyang as a move of 
"great political significance in accelerating’ the formation of a 
United Korean Government", It is not cla«_r whether the preliminary 
panic was part of the Soviet plan, but the subsequent reduction of 
prices v;as designed to have a deflationary ana stabilising effect on 
the iiorth Korean economic situation, to convince the , eoplo that con- 
version was a praiseworthy .measure and to instil confidence in the new 
currency issue. 

The uncex*tain conditions of release (no rate of exchange for the 
frozen deposits has yet been announced) will inaucc many North Koreans 
to ho-ru .anx of Chosen currency for illicit \ urchnscs in South 
Korea where it is still negotiable. This will result in a great in- 
flux of currency into South Korea which will accclcr te the inflation- 
ary Sj iral ana encourage specuiaaion. hank cf Chosen notes turned 
over to the forth .sore&n government for exciiangc can be usd : s funds 
to finance agents of Soviet policy in oouth Korea. There are no in — 
mediately effective measures which ancrican occupation authorities can 
adopt to halt tjiis currency influx. 

According to press re port 3 the exchange rate will oe announced 
by the North Korean regie© or; U reoruary. The People’s Council is to 
meet at that time and the new ''Korean” constitution will ec presented 
for its approval. Hence it is reasonable to conclude tiiat the Soviets 
have schouulcu the cu.q lotion of their preparatory work in North Korea 
for the beginning of February. ...ecognition of the "legal" and "indo- 
ponaont” govern .ant of Korea ana ehe vdthurxml cf soviet troops, if 
cLeciaod upon by the KrerfLin, will j robably take ilce at that time. 
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CHINA DIVISION 


idlit-ry 

Columnist general Chen Yi ha 3 iz oveu additional units southward 
over the tunghui rail line ;jio, according to p>rcss reports, lias launched 
an attach on ..aifcng, strategically' important Nationalist rail point. 

I. eanwhilo, ,iu io-chen..; lias uoved westward across the iing-hnn rail- 
road as Nationalist pressure on hie j&i&ehshan tx.so-3 continues. In 
Shantung, terrorist activity ay the Cotiainiate is said to be driving 
additional refu_.es into Nationalist-held cities. The number has 
reached 220,o0u in and urouna Tsingtuo, where the refugees seriously 
encumber the city*s administration. The Nationalists finally opened 
to traffic the Tsinan-1 uhou sector of the Tsin-pu rail line on 11 
December. 


Internal 

The Chinese Cation..! Govern; eat has not yet announcer' the results 
of the election cenuucteu on 21-23 * ovenber to choose .• ; embers of the 
12 -tional assembly, the body wliich, with its election of the 1 resident 
of the ..epublic, will put into effect China's lies constitution. The 
difficulty of determining the extent of ;J.r.crity rvprasi.nt • tion, ana 
the i roulei:. of m-int-aining the fiction that tue new Govarnaont vdll 
have been * o,.ul^rly electee, factors which are probably C-.usal to 
the present inaction. In view of this delay, tlic Govern; ;ent vdll 
proo- oly i out, one the convocation of the ,2-ticnnl ^e.-eubiy until late 
February or c^rly lurch, a no will i rouulgate a. . ro visional statutory 
luw tiiat will ee oil .ctive curing the into-i-ia period between the ex- 
piration of the validity of the craft constitution of tue .xuoudntang 
anti the- time of tue coi VcrJLng of the . ationai Assembly. 


The anti-US pro* ay-nd- of the Chinese Oorrjunists — •bc<nin in 1944 
upon US Ambassador hurley* s dcp. rtur, from Chinn— hue continued for 
three ye... rs, growing steadily . .ox*e violent in woncr. "Imperialist 
butchery" ar.a "aggressiv-.. invasion of tue. sacred, coil of china ... .in 
league with the slavish traitor, Ciiiang :ud-sheic", art. sample. of 
rocviit Cojxjunist invective cirecteu against the US. Tills wee-;, noth 
US Axbnsmx.or Stuart and an experienced newspaper an have not- a that 
this bakunist propaganda is xaving a xr’xu effect on Chinese p ublic 
opinion, espoei..iiy among Chines*. University atia intellectual groups. 
Stuart exproscoe the opinion that tuc United states information br- 
vico in China should cyber.: on a positive j rogrou to dor.ionstr to that 
the both is the real imp cri. -list j.owvr in the Far mast. 
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External i taxations 

Unconfirmed reports from China., dated Cctouer 1947 * indicate 
Soviet-Polish coopo.-6.tion ana plans in China, The Soviet is reported 
to be backing Polish registration anti repatriation, whale ioliah offici- 
als are to carry on the work of some Soviet officials in event o § a 
diplomatic break between the USSR and Chine. 

The Chinese Foreign office protested on 9 December to the British 
iskmsmy over the eviction of Chinese residents of ..owloon, claiming 
ttdndRistrdtive jurisdiction. The British ^.-bassaaor, in a neuters 
interview* explained the eviction by saying it was purely admini- 
strative and j.-.uo in the interests of health ana safety. 

noonomlca 

The. black Lumet US dollar exchange experienced wild fluctuations 
for the tliiro consecutive -week. The rate soured from oNC '133*000 at 
the beginning of the week to 160,000, then dropped to 142,000 on 10 
December. Commodity j rices source* prop artlons.lelj- despite the govern- 
ment's efforts to hold > rices dev.n. This upheaval, was , rimarily 
caused oy the issu.ncc of v new large denomination notes of 1,000, 2*000, 
enu 5,000 Cuslci..c Gold Units, equivalent- to OTIC 20,000, 40' ,000 and' 
100,000 reported released in Shanghai 10 Lecexrrbov. The previous 
largest note ....a UIC 10,000. General black market transactions eased 
following pressure on economic \ oiica and law enforcement agents to 
crack down on under-coVer d. a lings. These new note issues will boost 
tiie total currency in cireul.tion to another record height. Total 
issue was CKC 24,061 billion up to 5 December, comped with 3,726 
billion in circulation on 1 January 1947. At this rate the note in- 
crease for the month c£ December is expected to be near the November 
percentage of inoiv-.se, which was 28 percent ov«-r the previous month. 

Industry 

It is re, ortea that the i national govs.ru. .cat , l .ns to furnish all 
cotton to domestic ..Ills, take tne finished yarn ant cloth, and give 
tile till operators a reasonable profit, cotton * which is one of the 
favorite specul-tive commodities, la an extremely source item in 
Shanghai. This would be another step by the gov.rru.ent to on#>gc in 
private industry. Because of tiie dark prospects in business recovery 
some industrialists arc rep orUa leaving enangh*-! to open, mills in 
,.ong xong. -.a cohoitions worsen it is expected that core industry 
vdll leavt. olt.nghai. 

iinerals 

A tungsten ore j processing plant, producing 50 tons (concentration 
65 percent ) uontnly, is reported located In Hong hong. Negotiations 
are under discussion by a US firm to purchase the entire output. The 
USSR has acquired for some time poist virtually the total output. 
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Transportation 

Train service between Tainan ana iukou was reported resumed on 
IX i'OCaiibcr . The i..udi;«n-i siting line is open at present, but the trip 
requires lour days. less than LG percent of China's railv;uys are now 

open to traffic. 


SOUTH. .SI LIVIbICR 

Australia 

Political. Following i arliamont-ry passage of t.-ie bill to nation- 
alise the ..ustrulian sunicing system, the Covcrniients of aouth Australia 
unci Victoria Joinoa the private wanks in appealing to tho High Court 
for an injunction restraining the (jevornment from talcing over the 
banks until hearings 011 the Constitutionality Oi tue ..■unsure could be 
held. 

Ihe i riii’.e i-lnister io seeming «~n uav-.na.ont to t;u# constitution 
to ,.roviuu for permanent Govemr.jent control over rents anu prices . 

A roXercnauu, required for such an couenta.yut, is scneuuieU for *ay 19 kfc* 

The La tor Governiiwnt in Tasmania received a severe eeteack when 
Ireiuier Cosgrove was indictee on charges of corruption. If the Op- 
position forces an election, as it ray well 00 , it is unlikely that 
Labor would ue returned to office. 

jjConor.ic « .11 collar import licenses were o-ncellee. in lino v.o.th 

the ..iu to brlwcin currency conservation program, axes, tiens to the 
orucr »ic.ro those covering gooes (a) shipped be! ora kl vctoberj (b) 
shipped under irrewoca.,i« letter of creuitj and (c) listed a having 
high priority, such as replacement parts lor inuu^trl-l . a chineery . 

Additional cuts in ii ."ports of auto cliassis, tobacco, newsprint, 
gasoline, ana film reiaittances acre announced. 

Australia's dollar position lias been worsened by the spread of the 
Tally Clerks strike, which iu-3 held up wool experts thus cutting off 
temporarily ar: important source of dollars. 

Burma 

Possible Iro-Sociallst Si-lit . Lietrict leaders of tho i copies' 
Voluntary organisation, (iVC), a seciixnlitary group originally inspired 
by Aung ban and one of tho two p rincipal elements of the Anti-Fascist 
League (AFL) , are meeting in Rangoon to consider the ratification of 
tho merger between the iVG and tne Socialist iarty, tne otiier ini^ortant 
faction of the /vl-'L. This tfocialict^propoced me.-ger wus to oecoino the 
KorsdLst Leaguo, designed to replace the i\i I< as the dominant political 
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organisation in Burma, risrly reports indie teu that tho merger would 
bo rejected anti socialists removed from tho government, however, the 
Socialists Jx-ter appeared to be regaining some ground when it was re- 
ported that the tandst Loapjue was still under consideration, and that 
Jixe present caoinet would continue in office until about 4 January 1946, 
(Burmese inoop.enaenee uay^ at which time i 70 nominees would replace 
same of tiio socialists. 

Since Aung dan’s cioath personality clashes have developed within 
tho APL over the question of leader siiip. Kyuw fiyuin, the ambitious 
Socialist hone I-dniater, in particular, has boon urttiring in his efforts 
to dissolve, or at la-st rouuec the effectiveness of the ; 70. It 
therefore appears that this meeting is a *VC maneuver not ouly to con- 
solidate their own organisation, but to gain political dominance in 
Burnt* at the ex* ense of the Socialist, Since tho I 7b Ik a a virtual 
isonoi oly of two aFL military strength fcneir policies will undoubtedly 
prevail and if the present situation' procipiti tee a showdown with the 
Socialists u t -lure cadet titree possibilities. First, little or no 
cnonges will at macis in the present working agreement between the two 
group d. Second, in order for the * ociali3ts to remain in the govern- 
ment they may iiave to accept a subordinate role, possibly to the ex- 
tent of losing their political identity as socialists, in a now orga- 
nisation.. Thira, the aocialists ray bo- exp elled by the FVO whereupon 
they may attempt to join forces with the Bur;, a C canonist Tarty, the 
loss doctrinaire of 3un.fi. *s two communist parties, or operate inde- 
pendently in opposition to a >70 controlled government. If, in case of 
such a split, the 1 70 failed to maintain its solidarity and a firm 
grip on the government, it is possible tiint the Surrxso political scone 
will take on the f amildar pattern of numerous political p.artit.s which 
evolve more tuout ; ersouu litio.s th.n policies. of these three possi- 
bilities, tho aocono appears two . non.- likely, i* e. a coxap romiso be- 
tween the 1 70 and Socialists v/heraoy the Socialists will retain a 
certain amount of influence in th<_ gov. nr ent. 

Siam 

bespits claims that the military has been comp letely separated 
from the Siamuse , provision. jJL govern; tent, in accordance with US and 
ULv intimidons of displeasure at military control, the Siamoco Army 
continues to .jarp cn t!.e *»Caaaunis t-ilep. ublican ifsnuce" against which 
they claim to a..vu actou, in port, to establish the present government. 
This is the general lino of the preo.ur*. car pidgn to gain US recognition; 
and the fact t.r l two /smiy iv so ineistant on tills p oint indicates. the 
political ».ture of the present military authority, whether it is 
"vdthdrawn from p.olitice or act”. Statctnunts by leaders of the regime 
clearly indicate t:»it tnc instigators and loauero of the :;ov«moer 
cou* d’etat believe tlu.t this new rcpyLae, oriented to two ri, hi ana 
including men .a .own for their anti-co&.i: xinist stand, will succeed in 
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v&nnin^ auj.j.ort one re cognition iron tho US. This belief wa.s and still 
is ba see yri...nrily uyon US efforts to counter ecoainisa in huro^e end 
Chino, *.s lii ;ontee b, the i’ruaiun tcctrine one the i oruholl i Ian. 


T:ic eoui- , 
on ti-c ora . .uni s o 
t-iao tuey - a .. v 
cue. ik.Ve 
i. enL, a no 


y ou x , aoiievin, 
center in .-.eio 


’ taint bi;y.L con offer o ^i‘eot Ueol ae on 
is ;.t,Ce'„4 tii^r to create the in* reunion 


* cnee "in accordance nit h noericcn locals 
x* Ilui Iriri, .Jtdcr Stotossinn sponsor of 

4 




one to this 
the ex-oovorn- 
to Siurc, Col- 

Incor tion nitn too Chinese no: nnnists in Sion ~ne. tne /ietnahi is 
also attributed to the l ? r«..o Trk.is. These oueoaunts hove risinteiyrctca 
one v;ie.ly yuoliciuoa as a "little larsiinil f Inn" a au^/.eeticn ’ey 
the US dei-ea to, LCnil , tlv s each .sin tic country rc^ua-. tiny, aia should 
examine its economy to aetvrixLno its *eli-h&li ceaebiiities. 


It is believe a that the a-ecent reside till continue to aisinteri-ret 
US policy in.rof>.rG. to Jim., one that tiiuy will oocone increasinjiy ciis— 
satisfied with the US position as they feel that they are iniyler .enting 
it in vela . 
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